
M E M O R A N D U M  

SFP B Q O ~ ~  
FROM: Utilities Division 

DATE: September 19,2012 

RE: IN THE MATTER OF THE APPLICATION OF ORANGE GROVE WATER 
COMPANY, INC.’S APPLICATIONS FOR A PERMANENT RATE INCREASE 
AND A FINANCING APPROVAL. (DOCKET NOS. W-02237A-11-0180 AND W- 
02237A-11-0084) 

I. Introduction and Background 

Orange Grove Water Company, Inc. (“Orange Grove” or “Company”) is a Class D water 
utility that provides water service to approximately 303 metered customers in Yuma County, 
Arizona. The current rates were authorized in Decision No. 72734, dated January 6, 2012. In 
addition, Decision No. 72734, authorized, a $30,000 Water Infrastructure Finance Authority 
(“WIFA”) loan needed to install an on-site emergency generator and a WIFA loan surcharge 
recovery mechanism that would enable Orange Grove to pay for the loan. 

Decision No. 72734 ordered Orange Grove to file with Docket Control, within 60 days of 
closing the WIFA loan, an application using actual loan amounts, based on the methodology set 
forth in Exhibit A of the Decision, requesting implementation of a WIFA debt surcharge. 

On July 31, 2012, the Company filed the required loan documentation for the $30,000 
WIFA loan. Also on July 31, 2012, the Company filed an application for implementation of a 
financing surcharge. 

11. Review of WIFA Loan Surcharge Calculation Methodology 

Based on the actual $30,000 WIFA loan and the 4.2 percent interest rate, the Company 
requires an additional $2,501.25 annually to pay for principal, interest, and income tax on the 
loan. To collect the $2,501.25, the Company proposes a monthly WIFA loan surcharge of $0.69 
for a customer with a 5/8 x 3/4-inch meter, as shown in Schedule CSB-1. Staff has reviewed the 
Company’s methodology of calculating the WIFA loan surcharge as ordered in Decision No. 
72734. Staff concludes that the Company has correctly calculated the surcharge and 
recommends adoption. 

When the $0.69 WIFA loan surcharge is implemented, the typical bill for a 5/8 x 3/4-inch 
meter residential customer with a median usage of 6,611 gallons will increase by $0.69 or 2.5 
percent, from $28.08 to $28.77 as shown on Schedule CSB-2. 

Staff recommends approval of the WIFA Loan surcharges presented below: 
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MONTHLY WIFA LOAN SURCHARGE 
5/8 x 3/4-Inch Meter $ 0.69 

. 3/4-Inch Meter $ 1.03 
1 -Inch Meter $ 1.72 
1 1/2-Inch Meter $ 3.44 
2-Inch Meter $ 5.50 
3-Inch Meter $10.32 
4-Inch Meter $17.20 
6-Inch Meter $34.40 

Staff recommends that the Company be required to file with the Commission a WIFA 
debt surcharge tariff consistent with the rates reflected above. 

Staff recommends that the Company notify its customers of the WIFA Loan surcharge 
tariff approved herein within 30 days of the effective date of the Decision in this proceeding. 

IV. Conclusions and Recommendations 

Staff concludes that the Company has filed the required loan documentation pursuant to 
Decision No. 72734. 

Staff concludes that authorization of a WIFA loan surcharge that includes the debt 
service costs on the financing is appropriate. 

Staff recommends approval of a WIFA loan surcharge comprised of the monthly 
customer components presented in Schedule CSB-1 . 

Staff recommends that the Company file within 30 days of a Decision in this matter a 
WIFA loan surcharge tariff consistent with the rates reflected on Schedule CSB-1. 

Staff recommends that the Company notify its customers, in a form acceptable to Staff, of 
the WIFA loan surcharge tariff approved herein within 30 days of the effective date of the 
Decision in this proceeding. 

Staff recommends that the WIFA loan surcharge be applied to customers’ bills beginning 
the month after all c tomers have been notified. i” 

&ven M. Olea 
Director 
Utilities Division 

SMO : CSB : sms\WVC 

ORIGINATOR: Crystal S. Brown 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

BEFORE THE ARIZONA CORPORATION COMMISSION 

iARY PIERCE 

%OB STUMP 

;ANDM D. KENNEDY 

’AUL NEWMAN 

5RENDA BUKNS 

Chairman 

Commissioner 

Commissioner 

Commissioner 

Commissioner 

N THE MATTER OF ORANGE GROVE 
VATER COMPANY, INC.’S APPLICATION 
;OR IMPLEMENTATION OF FINANCING 
XJRCHARGE 1 

DOCKET NOS. W-02237A-11-0180 
W-02237A-11-0084 

DECISION NO. 

ORDER 

3pen Meeting 
3ctober 4,2012 
?hoenix, Arizona 

3Y THE COMMISSION: 

FINDINGS OF FACT 

[ntroduction 

1. On January 6, 2012: the Commission issued Decision No. 72734 establishing new 

*ates for Orange Grove Water Company, Inc. (“Orange Grove” or “Company”) and authorizing 

ong-tern debt financing in the amount of $30,080. 

2. Decision No. 72734 ordered Orange Grove to file with Docket Control, within 60 

lays of closing the Water Infiastructure Finance Authority (“WIFA”) loan, an application using 

ictual loan amounts, based on the methodology set forth in Exhibit A of the Decision, requesting 

implementation of a WIFA debt surcharge. 

. . .  

. . .  
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3. Pursuant to Decision No. 72734, Orange Grove filed the required loan 

locumentation for the $30,000 WIFA loan on July 31, 2012, with Docket Control. Also on July 

11,2012, the Company filed an application for implementation of a fmmcing surcharge. 

Zalculation of WIFA loan Surcharge 

4. Decision No. 72734 ordered that, upon the Company’s filing of the appropriate 

UIFA loan documentation, Staff shall calculate the actual WIFA loan surcharge and file the 

ippropriate surcharge amount to be collected from the Company’s customers according to their 

neter size. The Company has filed the required loan documentation and Staff has calculated the 

WIFA loan surcliarge necessary to recover the debt service cost. 

5. Based on the actual $30,000 WIFA loan and the 4.2 percent interest rate, the 

Zompany requires an additional $2,501.25 annually to pay for principal, interest, and income tax 

in the loan. 

6. Staff has reviewed the Company’s methodology of calculating the WIFA loan 

;urcharge as ordered in Decision No. 72734. Staff concludes that the Company has correctly 

:alculated the surcharge and recommends adoption of the Company proposed surcharge. 

7. When the $0.69 WlFA loan surcharge is implemented, the typical bill for a 5/& x 

3/4-inch meter residential customer with a median usage of 6,611 gallons will increase by $0.69 or 

2.5 percent, from $28.08 to $28.77. 

8. Staff recommends approval of the WIFA loan surcharges presented below: 

MONTHLY WIFA LOAN SURCHARGE 

5/8 x 3/4-Inch Meter 
3/4-Inch Meter 
1 -Inch Meter 
1 1/2-Inch Meter 
2-Inch Meter 
3-Inch Meter 
4-Inch Meter 
6-Inch Meter 

$ 0.69 
$ 1.03 
$ 1.72 
$ 3.44 
$ 5.50 
$ 10.32 
$ 17.20 
$34.40 

Decision No. ~ - 
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9. Staff recommends the Company be required to notify its customers of the WIFA 

oan surcharge tariff approved herein within 30 days of the effective date of the Comnission 

lecision, in this proceeding. 

10. 

)e adopted. 

We find that Staffs conclusions and recommendations are reasonable and should 

CONCLUSIONS OF LAW 

1. The Company is a public service corporation within the meaning of Article XV of 

he Arizona Constitution and A.R.S. $$40-250 and 40-252. 

2. The Commission has jurisdiction over the Company and of the subject matter of the 

ipplication. 

3. Approval of a WIFA loan surcharge is consistent with the Commission’s authority 

mder the Arizona Constitution, Arizona ratemaking statutes, and applicable case law. 

4. It is in the public interest to approve the Company’s request for implementation of 

he WIFA loan surcharge as discussed herein. 

ORDER 

IT IS THEREFORE ORDERED that the application by Orange Grove Water Company, 

nc. for the implementation of its WIFA loan surcharge mechanism is approved as discussed 

ierein. 

IT IS FURTHER ORDERED that Orange Grove Water Company, Inc. is hereby 

iuthorized and directed to file with the Commission’s Docket Control, as a compliance item in this 

locket, within 30 days of the effective date of this Decision, a revised tan’ff setting forth the 

bllowing WIFA loan surcharges: 

MONTHLY WIFA LOAN SURCHARGE 

5/8 x 3/4-Inch Meter 
3/4-Inch Meter 
1 -Inch Meter 
1 1/2-Inch Meter 
2-Inch Meter 
3-Inch Meter 
4-Inch Meter 
6-Inch Meter 

$ 0.69 
$ 1.03 
!$ 1.72 
$ 3.44 
$ 5.50 
$ 10.32 
$ 17.20 
$34.40 

Decision No. 
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IT IS FURTHER ORDERED that Orange Grove Water Company, Inc. shall notify its 

:ustomers, in a form acceptable to Staff, of the WIFA loan surcharge tariff approved herein within 

10 days of the effective date of this Decision. 

IT IS FURTHER ORDERED that Orange Grove Water Company, Inc. shall apply the 

MIFA loan surcharge to customers' bills beginning the month after all customers have been 

iotified. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION 

CHAIRMAN COMMISSIONER 

2OMMIS SIONER COMMISSIONER COMMISSIONER 

IN WITNESS WHEREOF, I, ERNEST G. JOHNSON, 
Executive Director of the Arizona Corporation Commission, 
have hereunto, set my hand and caused the official seal of 
this Commission to be affixed at the Capitol, in the City of 
Phoenix, this day of ,2012. 

ERNEST G. JOHNSON 
EXECUTIVE DIRECTOR 

DISSENT: 

DISSENT: 

SM0:CSB: sms\WVC 

Decision No. 
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;ERVICE LIST FOR: Orange Grove Water Company, Inc. 
1OCKF.T NOS. W-02237A-11-0180 and W-02237A-11-0084 

ds. Kathleen Day, President 
)range Grove Water Company, Inc 
'0 Box 889 
r'uma, Arizona 85366 

anice M. Alward 
X e f  Counsel, Legal Division 
irizona Corporation Commission 
200 West Washington Street 
'hoenix, Arizona 85007 

Xeven M. Olea 
Xrector, Utilities Division 
!sizona Corporation Commission 
200 West Washington Street 
'hoenix, Arizona 85007 

Decision No. 
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SCHEDULE CSB-1 

Decision No. 
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Orange G w e  Water Company 
Docket No* HM2237A-114084 6 W42237A-110180 
T u t  Yaw Endad Dnwnbar 31.2010 

schedule CSB-I 
Page 1 of2 

I W A  u)AII SURCHARGE CALCULP;TY)N -EXAMPLE 1 
L o a n h u n t  $30,000 

Term: 2oYp.n 
IntWsl Rata B&'e Subsidy 420% 

WlFA Subsidy Raw 100% 
WlFAlntrredratS(925"krlwk): 4.200% H i m e c o n n l e i s n o t f o u n d o n T ~ L E h u ~ ~ n ~ h ~ h ~ p ~ ~  

Step I -Rnd lhm*Nud Payment on Loan 

530.000 Total h u n l  of Loan 
0.0743 TABLE A. Conmion Factor Table, Column B 

$2,229.00 Annual Pttndple and Lrderegl Payment 

Step 2 -Find thahnusl Intmst Pmnenlon LOM 

W.OW TotaAmountofLoan 
0.0418 TABLE A. Conversion Factor Table. Column C 

(1254.00 Annual Interest Psymsnt on Debt 

step 3 -Find me*nnual Piinclpd Paymemar Loin 

SJg.000 T o t a a l u n t o f L o n  
.0.0324 TABLE 4 Conversion Factor Tpble. Column D 
$972.00 Annual Principal and Interest Payment 

Slsp4-FindUmGmsa RwmueConwdonFactor 

1283183245 

Step 6 - Flnd lhc lncmmentll lncom Tax Factor 

128318 mlnusl= 028316 

Step 6 -Find the h n u d  lnconu Tar tomponent of Surchrge Rnnnum 

028318 lncrsmenlal hmme Tax Feel0 (fmn Step 5) 
$97200 Muitlp?led by Annuol Piincipd Payment on Losn (from Shp 3) 
527526 Annuat hmms T a  CDmpOnent of Ihe Annual Surekaga Revanw 

sbp 7 - Find l h m  hb t  5 . W b  CrmPDnmt of the Annual Surchargm RWOnYe 

$1254.00 AnnuallnMrstPaymenton Debl(fromSmp2) 
$972.00 Plus: Annual m p d  payment ( b m  Step 3) 

$2326.00 DsbtServiceCompo~tntofthe Annual SurchageRswnue 

Step8-flndIh.AnnuJ S u r c h a g . R e v M w R ~ l r s m e W N ~ e d I w t h e L w n  
$275.25 Annual hcom T B ~  Component of the Annual Surctmw Revew (fmm Step 6) 

$2328.00 Plus OeM Sen& Cmnponenl of the Annual Surcholge Revenue (from Step 7) 
SZXIi.25 Total Annual Sunhame Revenue Rsqulrrment fw W Loan 

Step 9 - Flnd the Equlvabnt Bills 

NARUC Numbrof Mon*rokl BHS 
Matar- Multiplier cU6tomcK Year ColBxCXD 

5lm 34' mtsr 1 303 12 L.836 
314' Meter 
1' Meter 
1%- W r  
2' Meter 
3"MeM 
4' Meter 

1.5 0 12 
2.5 0 12 

5 0 12 
6 0 12 

15 0 12 
25 0 12 

Srop IO - Flnd (he Monthly Surcharge for the 98" x W- M a w  S m  CuMmen 

02.50155 Totsl Annual SurdPrge Revenue Requlnmentfor the Lopn (from Step 6)  
3,636 Wded bv: Told Number of E@va!ent BUls 

'I  0.69 Mrmhly Sun-ha~r for 514" Cuuskmes 

Meter Sha 
SIBS: 314' Meter 
314' Meter 
1' Meter 
1%. Mcm 
TMcter 
3' 
4. Mater 
6Meter 

MuKwies surcharge ColBXC 
1 $ 0.69 $ 0.69 

1.5 $ 0.69 $ 1.03 
2.5 5 0.69 $ 1.72 
5 $ 0.69 $ 3.44 
8 S 0.69 $ 550 

15 5 D.69 $ 10.32 
25 $ 0.69 5 1720 
50 $ 0.69 $ 34.40 

i 

! 

Decision No. 
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Docket Nos. W-02237A-11-0180 and W-02237A-11-0084 

Orange Grove Water Company 
Docket Nos. W-02237A-11-0084 & W-02237A-11-0180 
Test Year Ended December 31,2010 

TABLE A 
Conversion Factor Table (Based on a 20-year Loan) 

Schedule CSB-1 
Page 2 of 2 

... 

Decision No. 
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SCHEDULE CSB-2 

Decision No. 
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.- 

Orange Grove Water Company 
Docket Nos. W-02237A-11-0084 & W-02237A 11-0”,@ 
Test Year Ended December 31 I 2.91 0 

Scheduuia CSE-2 

-1 - --I------ 

TYPICAL BILL AhTALYSIS . -1 

Residential Service 5/8 X 3/4 - Inch Meter 
I:- 

Average Number of Customers: 303 
Present Present 
Rates Rates 

Without $0.69 With $0.69 Dollar Percent 
Gallens Surcharge Surcharge InCieaSe increase ---.-- 

Staff and Company Proposed 

Average Usage 

Medim Usage 

Gallons 
Consumption 

0 
-I ,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
15,000 
20,000 
25,000 
50,000 
75,000 

100,000 
125,000 
150,000 
175,000 
200,000 

7,727 $31.15 $31.84 $0.69 

6,6? -! $28.38 $28.77 $0.69 

2.2% 

2.5?47 

I------ Present Rates 

L.,, Resideptiai S 8  x 3/4 Inch Customers __ 

st 12.75 
1475 
26 15 
j8.15 
20.9c 
23.65 
26.40 
29.15 
31.90 
35.21 
38.52 
55.07 
71.62 
88.17 

170.92 
253.67 
336.42 
419.17 
501.92 
584.67 
667.42 

$12.84 
14.84 
76.84 
18.84 
21.59 
24.34 
27.09 
29.84 
32.59 
35.90 
39.21 
55.76 
72.31 
88.86 

171 .SI 
254.36 
337.1 1 
419.86 
502.61 
585.36 
668.1 1 

5.7% 
4.9% 
4.3% 
3.8% 
3.3% 
2.9% 
2.6% 
2.4% 
2.2% 
2.0% 
1.8% 
I .3% 
1 .O% 
0.8% 
0.4% 
0.3% 
0.2% 
0.2% 
0.1% 
0.1% 
0.1 % 

Decision No. 


